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INTRODUCTION 



Today's emphasis on financial management and the ever 
increasing need to quantatlvely and objectively determine and 
state requirements, particularly those of the fleet, has 
prompted this study of shipboard material and funding practices. 
Fleet Supplies and Equipage funds are a small segment of the 
total Navy budget, approximately 0.8%; however their availabi- 
lity and application significantly affect the readiness posture 
and endurance capability of the Navy. 

For perspective, policies are sketchily traced from 
19^6 to the present and contrasted with those of ashore stock 
points. Bureau Supplies and Accounts and Navy Comptroller 
Manuals are the authority for the practices described below. 

Shipboard material management methocfe and procedures 
are essentially the same today as they were in 19*16. For 
example, allowance lists specify the items and quantities 
of equipage and repair parts allowed. Equipage is to be 
replaced when no longer serviceable and repair parts are to 
be replenished whenever an issue is made from stock. Con- 
sumable supplies are stocked at a depth specified by type 
commanders, usually stated in terms of days supply, and 
replenishment is to take place whenever the reorder point 
is reached. 

Shipboard funding methods and procedures however. 
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have changed considerably. For example, in 19^6 material 
was issued to ships on a no charge basis; hence shipboard 
personnel were not required to budget for expenditures or 
analyze requirements in terms of available dollars. 

It is of interest to note at this point that today’s 
senior Naval officers acquired most of their Junior officer 
and department head training in this type of funding and 
material availability climate. 

Commencing in 19^9 funds for equipage replacements 
and replenishments of consumable supplies were allotted to 
commanding officers. Subsequently during the late 1950's 
repair parts were converted to allotment, now called operating 
target, type funding. Budgeting at the shipboard level first 
became a command or management requirement in 19^9. 

Navy Comptroller regulations did not then nor do they 
now provide guidance in how to develop and use a shipboard 
budget as a management device. Required records and reports 
are in terms of total dollars allotted, expended and available 
for expenditure. Information by cost categories in terms of 
what was procured, how much is on hand, and how much is 
required, is not readily available. 

Contrast shipboard methods and procedures with those 
of ashore stock points where work measurement and engineered 
time standards are used for personnel management; where 
inventory management techniques such as fractionating 
inventories by velocity of issues and monetary investment are 
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used with statistical methods to compute reorder points, 
quantities and issue trends; where financial records are 
used to determine stock turnover, to compare receipts with 
issues, to identify investment and activity trends by commodity 
type or cost categories. 

Suffice it to say, shipboard budgeting and inventory 
management techniques haven't kept pace with those used in 
ashore stock points. 

In budgeting, as with any other endeavor, the methods 
employed and results vary, based upon the skill and managerial 
qualities of the administrator. The extent of the admini- 
strator's participation in the budget formulation process and 
the degree to which he is held responsible for the outcome 
of events influence considerably his interest and support. 

Budgets in private industry are one of the primary 
tools used to monitor operations, signal the need for 
investigative and corrective action and measure performance. 

It is the purpose of this study to: 1) ascertain 
to what extent budgeting is an integral part of planning at 
the shipboard level; 2) ascertain to what degree results 
or readiness are appraised in financial terms; 3) ascertain 
what budget data are available at the shipboard level; 

*0 review the data and Justification presented for supplies 
and equipage funds; and 5) to suggest a method of preparing 
shipboard budgets. 

The methods of research used in preparing this study 
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have been: 

(a) Participation in budget preparation at the 
shipboard level. 

(b) Review of shipboard budgets and financial 
planning as a type commander supply inspector. 

(c) Study of Navy Department regulations. 

(d) Personal interviews with operating personnel 
of ships. Type Commander staffs. Bureau of Ships, Office 
of the Navy Comptroller, and Logistics Section of the 
Office of the Chief of Naval Operations. 



